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1.1 Capital-output ratio, current prices
Capital-output ratio, 2000 prices
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Labour productivity in 2000 prices




















































































































Labour productivity in 2000 prices





















































































































Labour productivity in 2000 prices
Mean compensation in 2000 prices
CPI/GDP deflator
 
 Fig. 5 - Trends in the capital-labour ratio, in the ratio between capital deflator and the nominal wage 
















































Capital labour ratio, index 1980=1
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Capital labour ratio, index 1975=1
Capital deflator/nominal wage, index 1975=1




















































Capital labour ratio, index 1970=1
Capital deflator/nominal wage, index 1970=1
Organic composition of capital
 Figure 6 – Wage-profit curves for Italy, Finland and Denmark 













































































































































 Table 1a – Decomposition of changes in the net rate of profit by period in Denmark, 1970-2006  
Years  70-79 80-89 90-02 03-06 70-06 
Change in income-capital ratio  -13.34% 4.36% 14.86% 4.12%  5.84% 
Change in the profit share  -2.91% -9.20% 8.81% 8.68% 2.57% 
Change in py/pk  6.35% -8.68%  -12.67% 0.33% -16.47% 
       
Change in the profits/wages ratio  -3.80% -11.58% 11.46% 11.36%  3.39% 
Change in the organic composition  -6.09% -1.94% -0.46% 1.77%  -11.45% 
       
Change in the profit rate  -9.89% -13.52% 11.00% 13.13% -8.06% 
 
Table 1b – Decomposition of changes in the net rate of profit by period in Finland, 1975-2007 
Years 75-89  90-07  75-07 
Change in income-capital ratio  4.33% 69.27%  70.47% 
Change in the profit share  46.32% 160.12% 192.90% 
Change in py/pk  -24.79% -2.93%  -52.17% 
      
Change in the profits/wages ratio  55.25% 214.17% 258.67% 
Change in the organic composition  -29.39% 12.28%  -47.47% 
      
Change in the profit rate  25.86% 226.45% 211.20% 
 
Table 1c – Decomposition of changes in the net rate of profit by period in Italy, 1980-2006 
Years  80-91 92-02 03-06 80-06 
Change in income-capital ratio  5.94% -3.65% -6.37% -7.12% 
Change in the profit share  3.43% 28.52% -7.73% 16.40% 
Change in py/pk  -11.17% 2.41%  -1.37% -11.33% 
      
Change in the profits/wages ratio  4.61%  40.21% -11.15% 22.62% 
Change in the organic composition  -6.40% -12.92% -4.32% -24.67% 
      
Change in the profit rate  -1.79% 27.28%  -15.48% -2.05% 
 Table 2 – Decomposition of the percentage change in the net profits/total wages ratio by country 
Denmark 70-79  80-89  90-02  03-06  70-06 
Actual change in net profits/total wages   -3.93% -11.70% 11.48% 11.27% 3.59%
Change in labour productivity  98.97% 103.89% 121.50% 37.28% 407.52%
Change in wage/GDP deflator  -102.89% -115.59% -110.02% -26.02% -403.93%
         
Finland 75-89  90-07  75-07    
Actual change in net profits/total wages   62.22% 207.91% 286.63%    
Change in labour productivity  421.54% 446.09% 1121.13%    
Change in wage/GDP deflator  -359.31% -238.18% -834.50%    
         
Italy 80-91  92-02  03-06  80-06   
Actual change in net profits/total wages   4.75% 42.47% -11.41% 25.40%  
Change in labour productivity  134.51% 44.58% -14.52% 167.59%  
Change in wage/GDP deflator  -129.76% -2.11% 3.11% -142.19%  
 
Table 3 – Decomposition of the percentage change in the organic composition by country 
Denmark  70-79 80-89 90-02 03-06 70-06 
Change in organic composition  6.62% 2.11% 0.44% -1.65% 12.67%
Change in capital-labour ratio  39.55% 18.07% 12.32% 4.44% 92.56%
Change in pk/w  -32.92% -15.96% -11.88% -6.08% -79.88%
       
Finland  75-89 90-07 75-07    
Change in organic composition  28.89% -5.68% 24.24%   
Change in capital-labour ratio  52.64% 22.66% 85.64%   
Change in pk/w  -23.75% -28.34% -61.40%   
       
Italy  80-91 92-02 03-06 80-06   
Change in organic composition  6.67% 11.93% 4.81% 28.02%  
Change in capital-labour ratio  27.97% 14.72% 2.24% 53.92%  
Change in pk/w  -21.31% -2.78% 2.57% -25.90%  
 Table 4 – Summary of the decompositions of the net profit rate by country 
Denmark  70-79  80-89 90-02 03-06  70-06 
Actual change in the profit rate  -9.89% -13.52% 11.00% 13.13% -8.06%
Change in wage/GDP deflator  -99.70% -114.40% -109.78% -26.24% -381.21%
Total technology effect  89.80% 100.88% 120.78% 39.36% 373.15%
Change in labour productivity  95.89% 102.82% 121.24% 37.60% 384.60%
Change in capital/labour ratio  -36.36% -16.66% -12.97% -4.77% -83.62%
Change in pk/w  30.27% 14.72% 12.51% 6.53% 72.17%
        
Finland 75-89  90-07  75-07    
Actual change in the profit rate  25.86% 226.45% 211.20%    
Change in wage/GDP deflator  -319.04% -245.35% -753.09%    
Total technology effect  344.90% 471.80% 964.29%    
Change in labour productivity  374.29% 459.52% 1011.76%    
Change in capital/labour ratio  -53.54% -49.01% -167.72%    
Change in pk/w  24.16% 61.28% 120.25%    
        
Italy  80-91  92-02 03-06 80-06   
Actual change in the profit rate  -1.79% 27.28% -15.48% -2.05%  
Change in wage/GDP deflator  -125.71% -2.00% 3.03% -126.63%  
Total technology effect  123.91% 29.28% -18.51% 124.58%  
Change in labour productivity  130.31% 42.20% -14.19% 149.25%  
Change in capital/labour ratio  -26.85% -15.94% -2.01% -47.46%  
Change in pk/w  20.45% 3.02% -2.31% 22.80%  
  
Table 5 – Panel Unit Root tests on the ratio between industrial profits and wage bills 
    Model without a time trend  Model with a time trend 
   Probability  Observations Probability Observations 
Im, Pesaran and Shin W-stat   0.1434  434  0.6855  436 
ADF - Fisher Chi-square  0.1405  434  0.6463  436 
Italy 
PP - Fisher Chi-square  0.6001  442  0.8526  442 
Im, Pesaran and Shin W-stat   0.1020  380  0.0654  382 
ADF - Fisher Chi-square  0.1475  380  0.1775  382 
Finland 
PP - Fisher Chi-square  0.1824  384  0.4828  384 
Im, Pesaran and Shin W-stat   1.0000  588  1.0000  594 
ADF - Fisher Chi-square  1.0000  588  1.0000  594 
Denmark 
PP - Fisher Chi-square  1.0000  595  1.0000  595 
 
Note: lags were automatically selected on the basis the Schwartz Information Criterion. We relied on the Newey-West bandwidth 
selection using a Bartlett kernel. For Finland, the sectors Agriculture, Hunting, Forestry and Fishing, Textiles, textile products, leather and 
footwear, Wood and products of wood and cork, Transport equipment and Construction were excluded because their profit rates were 
stationary 
 Table 6 – Sectoral decompositions of the capital labour ratio by country 
Denmark  70-79 80-89 90-02 03-06 70-06 
Change in capital labour ratio  45.67% 19.49% 13.05% 4.57% 122.97%
Change in sectoral capital labour ratios 21.66% 3.70% 2.51% 2.51% 43.65%
Employment shift  24.00% 15.79% 10.54% 2.07% 79.32%
       
Finland  75-89 90-07 75-07    
Change in capital labour ratio  57.97% 25.91% 107.05%   
Change in sectoral capital labour ratios 22.11% 7.01% 40.46%   
Employment shift  35.87% 18.90% 66.58%   
       
Italy  80-91 92-02 03-06 80-06   
Change in capital labour ratio  30.82% 14.91% 2.21% 59.88%  
Change in sectoral capital labour ratios -14.72% -0.95% 0.79% -20.24%  
Employment shift  45.54% 15.86% 1.42% 80.12%  
 
Table 7 – Sectoral decompositions of the organic composition by country 
Denmark  70-79 80-89 90-02 03-06 70-06 
Change in organic composition  6.62% 2.11% 0.44% -1.65% 12.67%
Change in sectoral organic 
compositions  -10.57% -14.49% -8.38% -2.77% -44.05%
Wage bill shift  17.19% 16.60% 8.81% 1.13% 56.73%
       
Finland  75-89 90-07 75-07    
Change in organic composition  28.89% -5.68% 24.24%   
Change in sectoral organic 
compositions  0.56% -20.30% -20.87%   
Wage bill shift  28.33% 14.62% 45.12%   
       
Italy  80-91 92-02 03-06 80-06   
Change in organic composition  6.67% 11.93% 4.81% 28.02%  
Change in sectoral organic 
compositions  -9.77% 5.30% 3.13% -1.42%  
Wage bill shift  16.44% 6.63% 1.68% 29.44%  
 Table 8 – Sectoral decompositions of the net profit rate by country 
Denmark  70-79 80-89 90-02 03-06 70-06 
Actual change in the profit rate  -9.89% -13.52% 11.00% 13.13% -8.06%
       
Change in net profits over total wages  -3.80% -11.58% 11.46% 11.36% 3.39%
Sectoral productivity effect  77.97% 78.05% 103.61% 30.64% 320.90%
Sectoral real wage effect  -94.54% -102.98% -97.53% -20.63% -352.22%
Wage bill shift  12.77% 13.35% 5.37% 1.35% 34.70%
Employment shift  13.56% 13.59% 5.36% 1.59% 38.39%
Sectoral relative wage effect  -0.79% -0.23% 0.02% -0.24% -3.69%
       
Change in organic composition  -6.09% -1.94% -0.46% 1.77% -11.45%
Change in sectoral organic compositions  9.72% 13.36% 8.82% 2.98% 39.80%
Wage bill shift  -15.81% -15.30% -9.28% -1.21% -51.25%
Employment shift  -17.80% -13.62% -10.66% -2.10% -53.00%
Sectoral relative wage effect  1.99% -1.68% 1.38% 0.88% 1.75%
       
Finland  75-89 90-07 75-07    
Actual change in the profit rate  25.86% 226.45% 211.20%    
       
Change in net profits over total wages  55.25% 214.17% 258.67%    
Sectoral productivity effect  317.65% 427.19% 945.94%    
Sectoral real wage effect  -288.28% -223.15% -732.74%    
Wage bill shift  25.88% 10.13% 45.46%    
Employment shift  23.79% 10.07% 48.46%    
Sectoral relative wage effect  2.09% 0.06% -2.99%    
       
Change in organic composition  -29.39% 12.28% -47.47%    
Change in sectoral organic compositions  -0.57% 43.90% 40.88%    
Wage bill shift  -28.82% -31.62% -88.36%    
Employment shift  -30.73% -36.99% -97.14%    
Sectoral relative wage effect  1.91% 5.37% 8.79%    
       
Italy  80-91 92-02 03-06 80-06   
Actual change in the profit rate  -1.79% 27.28% -15.48% -2.05%  
       
Change in net profits over total wages  4.61% 40.21% -11.15% 22.62%  
Sectoral productivity effect  57.17% 9.55% -14.31% 32.92%  
Sectoral real wage effect  -67.24% 21.35% 1.09% -39.55%  
Wage bill shift  14.68% 9.31% 2.07% 29.25%  
Employment shift  30.25% 17.31% 2.11% 56.89%  
Sectoral relative wage effect  -15.58% -8.00% -0.05% -27.64%  
       
Change in organic composition  -6.40% -12.92% -4.32% -24.67%  
Change in sectoral organic compositions  9.38% -5.75% -2.81% 1.25%  
Wage bill shift  -15.78% -7.18% -1.51% -25.92%  
Employment shift  -38.36% -16.95% -1.34% -61.05%  
Sectoral relative wage effect  22.58% 9.78% -0.17% 35.14%  Table 9 – Models for employment and capital organic composition percentage changes at the industrial level in Denmark, Finland and 
Italy (51 observations). 
Dependent variable: employment growth rate in logs                 





Amemya Amemya Nerlove Nerolve  Hausman  test 
  Coeff. t-stat.  Coeff.  t-stat. Coeff. t-stat.  Coeff.  t-stat. Statistic p-value 
Constant  - -  -0.5428  -5.3913  -0.5427  -5.3897 -0.5419 -0.4339  0.0002 0.99 
Initial level of the 
organic composition in 
logs  0.2249 2.5278  0.2264  2.9504  0.2263  2.9489 0.2256 3.2845  -  - 
                  
Dependent variable: growth rate of the organic composition in logs          





Amemya Amemya Nerlove Nerolve  Hausman  test 
 
Coeff. t-stat.  Coeff.  t-stat.  Coeff. t-stat.  Coeff.  t-stat. 
Statistic p-value 
Constant  - -  0.0981  1.4118  0.099  1.3981 0.1042 0.0354  0.002 0.96 
Employment growth rate 
in logs  -0.2872 -2.5365  -0.3132  -3.1319  -0.31 -3.1159  -0.2904  -3.3132  -  - 
                  
Dependent variable: growth rate of the organic composition in logs          





Amemya Amemya Nerlove Nerolve  Hausman  test 
 
Coeff. t-stat.  Coeff.  t-stat.  Coeff. t-stat.  Coeff.  t-stat. 
Statistic p-value 
Constant  - -  0.2887 2.7987 0.2889 2.801 0.2814 0.0972 0.000 0.99 
Initial level of the 
organic composition in 
logs  -0.822 -1.2444 -0.0879 -1.445 -0.0881 -1.4488 -0.0819 -1.5971 - - 
 
 Table 10 – Cross-correlations between domestic output and net profit rate, net profit share, net profits 



















correlation  0.4661* 0.4235* 0.4357* 0.3322 0.4757* 27 
First lag  0.3584 0.3578 0.3504 0.1521 0.3198 26 
Second lag  0.0743 0.1162 0.1061 -0.1469  -0.0119 25 
First lead  -0.0018 -0.0951 -0.0688 0.3490  0.1471  26 
HP filter 
Second lead  -0.4799* -0.5521* -0.5517*  0.2588  -0.2726  25 
           
Contemporaneous 
correlation  0.5567* 0.5143* 0.5291* 0.3102 0.5777* 21 
First lag  0.3498 0.3667 0.3638 -0.024 0.2727 20 
Second lag  0.0112 0.0633 0.0545 -0.288 -0.1101 10 




Second lead  -0.4834* -0.5882* -0.5858*  0.3663  -0.2147  19 
           
  FINLAND          
Contemporaneous 
correlation  0.4718* 0.4275* 0.4736* 0.2176 0.5174* 33 
First lag  0.4514* 0.5125* 0.4587* 0.0939 0.4359* 32 
Second lag  0.1590 0.1767 0.1462 0.0743 0.1736 31 
First lead  -0.2166 -0.3146 -0.2329 0.2226 -0.0771 32 
HP filter 
Second lead  -0.5474* -0.6786* -0.6081*  0.0755  -0.4371*  31 
           
Contemporaneous 
correlation  0.4501* 0.4300* 0.4614* 0.2105 0.4850* 27 
First lag  0.5095* 0.5509* 0.5097* 0.1151 0.4978* 26 
Second lag  0.1993 0.1766 0.1637 0.1951 0.2606 25 




Second lead  -0.6300* -0.7503* -0.7022*  0.1976  -0.4699*  26 
           
  DENMARK          
Contemporaneous 
correlation  0.4886* 0.3306* 0.3500* 0.7474* 0.7461*  36 
First lag  0.3543* 0.2919  0.2910 0.3771* 0.4585* 35 
Second lag  -0.0558 -0.0503 -0.0674 0.1660  0.0328  34 
First lead  -0.3357* -0.4296* -0.4138*  0.2989  -0.1033  35 
HP filter 
Second lead  -0.6215* -0.5958* -0.5912*  -0.2883 -0.6024*  34 
           
Contemporaneous 
correlation  0.5260* 0.3759* 0.3946* 0.7580* 0.7668*  30 
First lag  0.3138 0.2504 0.2479 0.3795*  0.4198* 29 
Second lag  -0.0578 -0.0520 -0.0714 0.1593  0.0249  28 




Second lead  -0.5788* -0.5461* -0.5453*  -0.2448 -0.5475*  28 
Note: HP filter and Band Pass filter refer to the components derived using the Hodrick-Prescott and band-pass filters, 
respectively. The correlations reported are between the contemporaneous values of de-trended domestic output and the jth 
lag or lead of the variables indicated at the head of the columns. 